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INTRODUCTION 


During those periods when the Nav; is either substantially 
expending or is being maintained as a relatively powerful naval force, 
the procurement of equipment re-resents sore 50% of every dollar spent 
by the Navy. 

The Navy's procurement prorran during the fiscal years 1951, 
1952 and 1953 represents some 18 billions of appropriated dollars. The 
magnitude of this prorran dollar-wise coupled with its impact on industry 
and its strong and direct bearing on naval preparedness motivated the 

ter to study the nature of procurenent ard sore of the circunstances 

affectiny procurement. 

This paper, which discusses some asrects of naval procurexent, 
is based on that study. The principai sovrces of information were: 
official U. S. Naval publications am docwrnts; Munitions board documents; 
Economic Policy doc ments of the Nati onal Association of Manufacturers; 
various texts on procurement; selected documents of the National Association 
of Purchasinr Agentss and interviews with personnel in the Office of Naval 


Material, Office of the Navy Comptroller and the fureau of Ships. 
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CHAPTER I 


THE PROCUREMENT CONCEPT 


The Meaning of Procurenent 


The Secretary of Defense defines "procurement" as the acquisition 
of personnel, property, or services by purciasinre, renting, leasing, or 
other meanss and includes such supply menarement functions as design, 
standards determination, specifications writing, selection of suppliers, 
financing and contract administration.+ In order to compare the military 
definition of procurement with that of industry, let us examine the view 
of one authority, Mr. Howard T. Lewis, Professor of Marheting at lakes 
University. He says that the procurement function in industry is generally 
considered to ccnsist of the following series of steps: © 

1. Determination of the proper quantities to buy at any given time. 
Ze Setting the delivery dates for bach order. 

3. Location of acceptable sources of supply. 

lh. The negotiation of satisfactory terms and conditions of purchase. 
S. Follow-up on orders overdue. 

6. Provide for inspection as necessary. 

7. Provide for shipping instructions. 

8. Provice for proper storage. 


9. Settle the vendor's claim 





= 





Inepartment of Defense, Glossary of Terns used in Comptroller 
Activities, 25 Jamuary 1952, 


“Howard T, Lewis, Procirement « Prin S 1 Cases 
° 5 ren ~- Principles and Cases, Chicagos 
Richard D. Irwin, Inc., 19)9~ _— 
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Although procurement as defined by the Defense Department includes the 
acquisition of personnel and services, this paper is limited to a 
discussion of the procurement of material. 

A study of the foregoing definitions shows that procurement in 
industry and the military is quite similar. It is believed that this 
Similarity stems, for the most part, from the many production problems 
common to industry and to the military which arose durine World War ITI. 
Tie denen on the economy of the country was so creat that material 
quantities, quality, delivery schedules, sources and specifications 
took on extremely important production aspects, requiring exceptional 
planning and coordination in each industrial plant and in the utilization 


of the resources of the country as a whole. 


nr for Procurement 





It is noted that the procurement function as defined tends to 
cut across the typical industrial organization and across the Navy 
organization. This fact coupled with manarement's decision as to the 
extent of centralization and decentralization largely determine the 
shape the organization may take. in industry the trend seems to be 
toward a policy of centralized procurement and decentralized purchasing. 
The procurement officer in the larger company typically occupies a position 
on a paraliel with such other chief officers as production, sales, and 


secretary and Treasi-rer 4 
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3 American Managenent Association, Problems and Policies of decentrale- 
ized Management, General Management series number 15h, New York, N.X., PP 1e@19, 


lytatd onal Association of Purchasers Handbook (1939) Vol I, p. 26. 
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In the Navy promrenent is centralized as to policy and 





decentralized as to operations. The policy function is discharged by 
the Chief of Naval Material, whe is a staff assistant to the Secretary of 
the Navy. The operating functions of procurement are delegated to the 


Bureaus of the Navy (see Fig. 1). 
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In general, the organization provides for the centralized proe 





curement of major items of equipment, suc) as ships and aircraft, by the 
- cognizant Bureau and at Bureau level. Less sigmificant items, under the 
technical copnizance of a Tureau, are procured at a point outside the 
. respective fureau by either a Supply Demand Control Point or a Navy 
Purchasing Offices Items needed at the — field level and not in 
_ stock are procured locally subject to such procurement instructions as may 
be in effect. It might be of interest to note the distribution of purchases 


for fiscal year 1952 by organizational level of procurement (see Table 1.). 
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Public Law 4,32, 80th Congress, 2nd Session, Sec. 7(a). 
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TARLE 1. 
PERCENTAGE DISTRIBUTION OF TOTAL PROCUREMENT DOLLARS AND 
PURCIASE ACTIONS BY PROCURING LEVEL 
Fiscal Year 1952 





Organizational Dollar Percentace Of 
Level Percentage. Pur chase Kinds of Itens 
Etreuas Actions, 
reau 7 3 Major items suci as ships, air- 
craft, automotive, and major 
components. 
Supply Dexand - — Technical spare parts such as 
Control Points, ships snare parts, electronic 
& Navy Purchasing 9 5 and aviation spares. General 
Offices _..____ Stores not of a technical nature. 
Supply Dents ; items needed at the local field 
Supply Certers, Pa 52 level not of a technical nature 
other Activities | _.. ti‘ ands: scncotss sin Stock. 





Notes These percentages are based on procurezent amountin to 10.6 billions 
of dollars and a total of 1,387,704 purchese actions. 
Sources Office of Naval Material 


The Procurerent Concept - A Summary 


The Navy procurement systen is based on a recognition of the need 
for maintaining, in the operating bureaus, clear lines of responsibility 
incident to the technical, pudgetary, and procurement phases of their 
operations; and in addition, the need for coordinatin: and cirecting the 
efforts of the bureaus in perfominge their procurement function. Hence, 
overall procurement policies, plans and procedures stem from the Secretary 
of the Navy level and serve to coordinate end guide the operating (material) 
bureaus in either procuring material centrally or decentrally through a 


field activity under its technical control. 
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CHAPTER IT 





THE PROCUREMENT CYCLE 


Chapter I has outlined the general orgmizational framework for 
Navy procurement. Within this framework and — to broad procurement 
policy is found a continuing process wWiich might be thought of as "the 
procurement cree", For the sake of analysis, this cycle may be divided 
into the Pol lowing phases¢ (1) The broad requirenents phese, (2) The 
budget phase, (3) Technical and proc renent planning phase, and (4) Contract 
phase. Since an uilerstanding of these phases is of cnsiderable help in 


understamling the overall procurenent function, eaci will be disc .ssed in 


the pararranhs which follow. 
The Broad Requirements Phase of the Procurement Cycle 


Requirenents ve used herein will refer only to matcrial requires 
ments. The term"matcrial requirements" is intended to include the needs 
for all physical in animate things s.ch as ships, aircraft, engines, propellor 
assemblies, motors, carburetors, arvatures, shafts, resistors, copper sheets, 
nickel wire, wool and copper ore. 

Problems in this field become radically different as the observer 
proceeds along the line of supply, from raw materials to the distrib: tion 
of end items (items ready for their intended use), For the — of this 
paper, we will focus attention on the development of reqiirements at the 
Secretary of the Navy level. Navy requirenmts are generated by the nationel 
objectives and the strates ic plans develovned by the Wattonal Security Council 
and the Joint Chiefs of Staff respectively. On the basis of the strateric 

-~ 6 « 
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plans, the Qief of Naval Operations translates forces into end products 
and personnel and transnits these ~ the Nunitions Board (Office of the 
Secretary of Defense) where they are assenbled and reviewed for industrial 
feasibilit;. Followine this review, the Joint Chiefs and the Navy review 
questionable areas, with a view to making adjustments by either modification 
“of the stratecic plan, establishing pier? tien » making allocations or 
accepting shortages. Figure Ja shows diarranmatically, the development of 


these requirements. 
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fig. la, Development of Requirements. | 


When the requirements in support of the strategic plans have been 
reviewed ard found feasible, the Munitions Board is charged with planning 
and coordinating with industry, tre needs for the military. 

The deta’ led computation and time phasing of requiyements is 
done in the various bureaus under the policy cuidance of the Chief of Naval 
Operations. The actual requirements for procurement represent the difference 


between the total requirexents needed to support the strategic plans and 
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the total material in the supply system ready for issue. In developing 

the requirements to support the plans, the computations should reflect such 
things as: (1) Unfilled orders, (2) Forecast of issues, (3) Pipeline 
requirements, (i) Stock levels, (5) Replacement end special operational 
requirerents. Now that we have noted the development of requirements let 


ug proceed to the next phece. 


The Budget Phase 


This is a highly important phase both from the _ and 
military points of view. As large military material requirements take 
siectantial resources eway fron evileam wse while at the same time 
increasing his tax burden, it is essential that the budget be carefully 
formulated tc reflect oly real needs and that the costing be as accurate 
as feasible. At the sane time the militar do not wish to jeopardize their 
needs incident to supporting the strategic ovlans and the national objectives. 
This phase is generally concurrent w'th one or more of the other phases. 

During this phase, hee various bureaus translate their material 
respective materiel requirements into dollars and formulate their portion 
of the Navy tudget request. This is usually done 15 - 1¢ months in 
advance of the fiseal year under consideration, After the b-dret is 


formulated it unmderroes a series of reviews finally ending up in Congress 





as the "President's Budget". From the proc rement point of view, this 
phase does not end until after Congress bas passed an appropriation bill 
covering the budget request and oblicatine authority hes been nade avail< 
able to the procuring tureaus. if the oblirating authority is different 
from that requested, tien each bureau must revise its material requirenents 
accordingly. This phase is consummated ween the bureaus have authority 
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to obligate and when their requirenents reflect the dollar value of that 
authority. In theory, the procurement cycle could not continue beyond this 


phase prior to the rranting of f' nds by Con-ress. In actual practice, 





however, the Dureaus fo right ahead worsine cut the precureaent for apprexi~ 
mately one-half the dollar value of the material requested in the budret. 
This emables the Surea: to start qntracting the minute oblirating authority 


is received. 





Technical ma Procurement Planning Phase 


With authority tr oblirate and with the reneral pattern of 
requirements firm, the technical branches of the bureaus are ready to 
buckle down to the tas of generating the data needed fer preparing 
"Requests for Procurement." This data consists of detciled specifications, 
quantities, delivery schedules, suggested sources of supply, extent of 
goverment-furnished aid, material, and facilities, met od of inspection, 
points of delivery, shipping instructions, ar) packing instructions. 

After a "Request for Procurenent™ has teen — , the fiteal division 
reviews the anprepriation data tiereon arc commits the funds. It is 

during this phase that determinations are made as t meterial priorities, 

CMP classification, impact on industry, procucticn allocation, and feasibility 
of manufacture by sovernment. A typical procecvrel flow cf material 
requirements through the technical stages in tiie Bureau of Ordnance is 


reflected in Table 2. 
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TABLE Ze 


TYPICAL STEPS IN PROCESSING MATLRIAL REQUIPEMENTS 
TEROUCH THE TECHNICAL STAGES «+ BURLAU OF ORDNANCE 


Itervs released for service use. 


Determines quantities and identification 
of items to be procured. 


Verifies overall allotments and oppor- 
tioments ~ Determines cornizant 
technical branch. 


Determines the en¢ineering details 
schedules of delivery, and other data 
needed incident to nrocureent. 


Prepares "Procurerent Request." 

Reviews appropriation data & cormits funds. 
Assigns procram numiers, material priority 
rating. Maintains daily loc of obliga- 

tions. | 
Reviews for adequacy of facilities, tools, 


avd production allocation. 


Checks impact on industry, checks feasibile 
ity of manufacture b: the government. 
Signs the procvrenent request. 


CNO 


Plainine and Progran 
Div. 


Budget @ Estimstes 


Div. 


Material Division 
(Technical Traneh ) 
Material Division 
Fiseal Division 

Material Division 
(Planning Braneh) 


Material Division 
(Industrial planning 
Drane’) 


Assistmt Director, 
Material Division 





same time the most important of the procuremmt cycle. 


This phase is, in my opinion, the most difficalt and at the 


For it is here 


that’ design and production data, specifications, working plans, Bill of 


Material, changes, facilities, Government-firnished material, schedulinc, 


and allocation of scarce materials is cox idered and integrated into 


the overall procurement picture. 


In addition, where a manufacturer is 


required to manufacture a new item or one requiring a change in the 
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production line, allowmce must be made for the time required to set-up 





the new production line. This time allowance is renerally referred to as 
"lead time", end is extremely importa>t in making up the contract and 
delivery sczedule of components to an end item such as a ship or tank. 
This "lead time" represents the time reqvired for production enrineering 


incident to production of an item. Production engineering involves the 





manufacturing plan, and the proper madiine tocol, jigs, fixtures, d‘es, 
gauges, punches, and plat layout for accomplishing the work. It is 
estimated that this phase may extend from 24 to 5$ years for the more 


complicated new items scheduled for production. 





The Contract Phase 


This phase of the procurement cycle is, as the name implies, 
primarily concemed with the creation of an authoritative paper setting 
forth what is required, how much is required, when and wiere it is required. 
It is further concerned with the exeaition of a final contractural agree~ 


ment and subsequent amendments and modifications thereto. Following 





contract execution is contract administration waich extenis until the 
contract is terminated. Contract administration includes all correspondence 
having to do with amendments, modifications, chenges, contract financing, 
price redetcrminations, terminations, and information as to contract 
performance inter contracts held. 

The contract work is performed in the contract division of the 
various bureaus. An analysis reveals tat this work is performed in steps 


as follows 
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in procedure, this could be aut to 3 1/2 months without reducing con- 
tract effectiveness. 

It is during this phase, that the @mntracting officer must 
consider procurement policies handed down by the President, the National 
Security Council, Congress, and the Department of Defense. He musts 3 

le Favor small business 

2. Honor the "buy-American" clause in the law governing stock-piling. 
3. Favor distressed areas. 

lh. Maintain economic equity between geographical areas and groups. 

S. Broaden the nation's economic base. 

6. Encourage the dispersal of industry. 

7. Avoid concentration of economic power. 

8. Support the governments antimonopoly prorran. 


9. Enforce mandatory antidiscrimination, child lator, fair labor, 
minimum wage, «nd compulsory subcontrectins laws and regulations. 


10. Observe pricing regulations. 
ll. Observe procurement regulations. 
This phase ends ween the material under contract is delivered, 
thus concluding the procurement cycle. 
It might be well to summarize at this point. The procurement 
cycle actually comvences with the inception by the Chief of Naval Operations 
of an idea or new equipment. From the berinning until an equipment is 


produced and ready for service may take some eight years. See Figure 3 





“Nepartrent of the Navy, Report of a Study of Contracting Organe 
ization, Meth-cs and Procedures, September 1952. 


National Association of Manufacturers » Cut the Budcet, How and 
Where, Economic Policy Division series Noe 7, New York, March 1952, p. 12. 
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CHAPTER IIT 
SOME PROTLEMS OF PRO CURBMENT 


Before getting into the protlemws, it might be edvantageous to 
review the purpose of precurement and to consider some reneral principles 
governing good procurement. 

Stated simply, the end purpose of procurement is to insure that 
the rigid quenkty of the proper material is available for use when needed 
and where needed. From this simple statement and from the overall Navy 
point of view, it is possitle to deduce some of the more important principles 
governins good procurement. These micht bere 


1. The timely submission of requirements, the phasing of requirements, 
phased placement of orders, am! phased deliveryschedules. 


2. A consideration of market conditions, source selections, quality 
specifications, and the possibility of economy throurh substitutes. 


3. Contimmed improvement of procedires ty such considerations as: 
efforts to reduce contract preperation times simplification and 
standardization of contract forms and accounting procedures; 
improving the process of negotiation through standardizins 
procedures aml instructions; proper use of fornsl advertising 
and negotiation in the placement af contracts. 

Alt» ough a number of problems result from lerislation requiring 
that special consideration be riven tog small business, distressed areas, 
"“buyeAmerican", economic equity between georraphic areas and rroups, 


broadening the economic base, awl the dispersal of industry, the problems 


to be discussed in subsequent paragraphs are intra-Navy. The two most 





Ste aeeeaias 6 i a einer —RieTneraies comme ae ene oe ete ee ote Ee ee ee ee 


lnoward T. Lewis, Procurement-Principles and Cases, Chicago: 
8 3 nent-Principles and Uases, Chicago: 
Richard D. Irwin, Inc., 1949, pp. 1-21. 


&mese minciples are believed equaily applicable to procurement 
in industry. 
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difficult problems seen to be relative to: (1) design and specification, 





and (2) realistic delivery schedules. 


The Desipn and Specification Problem 


This problem is related to such subsidiary problems ass 
1. Simplification of design. 
2. Standardization of desipn. 
3. Adoption of commercial designs wiere practicable. 
4. Simplification of specifications (in laneuage, form). 
e Standerdization of specifications. 
6. Adoption of comercial specifications. 
7. Conerrent development and production. 
8. Design changes during production. 
9. Redesign to eliminate critically scarce material. 
10. Providine adequate production data on time. 
A number of these, it may be observed, are concerned with the 


matter of improvins the producibility characteristics of equipment. This 





idea of improviny such characteristics is not new, bit the scope and 
magnitude of day-to-day operations in the bureaus tend to keep these 
problems in the baciground except on a crises tasis. Hence, it is 
something that needs constant emphasis. 

‘To continue our beaten, let us assume that military equip~ 
ment falls into tiree caterories. They ares 


l. That which is designed for a strictly military purpose and which 
has no comperable civilian counterpart. 
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22 That which must perform with such precision or dependability 
as to require redesicn, or substantially improved design of a 
civilian type item. 





3. That wich is so similar to commercial equipment as to allow 
procurement of stendard articles, substantially without modifi- 
cation. (This catecory creates no particular problem.) 

It should be enphasized at this point that in today's mechanized 
warfare, the military must call on a vast numer of incustries to meet 
its needs am can no longer depend on a few select companies who have 
learned to produce in accordance with special military cesirns and 
specifications. To achieve the required volume of output from many 
sources wiich are geared to commercial stardards, the military may be 
compelled to accept the idea of commercial desimms and specifications 
to a much greater extent than at present, as an important step towards 
Solution of its procuction difficulties. I do not believe it would he 
dimacevrate to state at this point, that widespread research and develop~ 
ment in industrial, commercial, and consumer fields, have upcraded many 
Such products to the point where they are eq.al or superior to material 
prodvced umer spec’ al military specifications. 

, This protlem does not lend itself to sclution by directives or 

by new procedures. cuirather, it is one requiriny constant emphasis, an 
educationel prorram and maximun use of personnel with expericnce in the 
matter of producibility. Increased excsenve of information between bureaus! 
technical and production officers, and oersonnel in industry should help. 
Likewise, improvement should result from closer cooperation between bureeu 
and CNO personnel, particclarly in matters pertaining to simplification in 


design and pr:ducibility. 
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It is telieved that production ‘pro’ lens sometimes result when 
design data needed for production is not provided in time to permit scheduled 
deliveries. In some cases, this may happen from inadvertence or inefficient 
follow-up of a development, or lead contract prodvcer. In other cases, a 
deliberate decision may te made to bring the latest design in a weapon 
or equipment into immediate production, even though production engineering 
is not completed and production data is not available. An attempt to 
accelarate deliveries of m "assembly-line" item by concurrent design, 
development, and production is at best questionable, and may, in the long 
run, actually require more time am dante than would deliveries more 
orderiy plenned. Let us consider the LYT, a specific example of this 
attempt to expedite deliveric s by concurrent cesifn, development, and 
production enrineering. Becavse it was estivated that a delay in delivery 
of 6 = 8 months would result if prototypes were first tested, it was 
decided to co ahead with design and promiction on a concurrent basis. The 
net result of this decision was a 12 montis delay in the planned prodvction 
schedule and a tremendous increase in costs. This lends support to the 
idea that the more complex the item, or the more pronounced the departure 
from previous models, the more improbable that any benefit can accrue from 
concurrent development and production. If the urgency for equipment is 
rather immediate, “t would seem wiser to correct deficiencies in current 
operational equipment, by incorporatin uch chanres as are feasible in 
the best evai lable proven design. 

As a final consideration under tiris heading, let us consider 


some means of reducing the impact on production of frequent design changes. 
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Broadly speakin:, desi changes cm ie substantially reduced in meet 

by more earefil and complete development incident to production. 

Beyond tiis, this matter, as in the case of simplification and standard~ 
ization, appears to involve an educational process and a careful econs‘deration 
of the relative urgency of maintaining proAdiction versi.s improving opere~ 


tioral characteristics, 





The Protlem of Realistic Delivery Schedules 





Realistic scheduling of the pro’uction of military eq:ipment is 
@ vita! step in military plann nm. Delivery oi eqiipment and supplies 
| must be properly phased with operational plans. Distrib: tion of critical 
materials, components, and perhaps manpower must be based upon production 
time tables. The whole patter af industrial effort is ms ,aped by contract 


Smedules. Te Navy then has a responsibility in ccomection with its con» 





tracts to examine proposed schedules and ‘nsure that they represent feasible 
gods. The Department of Defense instructions fer preparation of planed 


procuction sched les are very explicit is stating that schedules must be 





realistic aml that among other things they st:iould take into account the 


availability of facilities, material, manpower and other factors. On end 





items beins produced fer the first time, earefrl attention should be 
given to the status of the development, en‘ nes¥ing data, and evaluation 
dates to assure realistic schedules. | 

An analysis of schedule slippages in ——a for the Navy 


Shows that in manyeases the schedules establisied have been unattainable 
' . 





end unrealistic in the light of known of foreseeable aiiministrative and 
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production lead times required. This has been true of contract sched:les 
and also of later revisions on some procurements. [t has been stated by 
some that the incentive provided by such opt’ mistic schedules serves to 
speed up deliveries and improve the production effort above that wich 
would be attainable by a realistic sched@.le. There seems to be no positive 
proof either for or against such an assumptions however, it seems obvious 
that a capable objective would serve as a stronger incentive to produce 
than one clearly not attainable. It would seem that repeated failure to 
meet eo infeasible schedule is a discouraremat rather than incentive. 

In order to establish more reelistic scedules and to set up 
effective monitoriny procedures an understanding of sone of the factors 
which contribute to the determination of production rates and programs is 
essential. Among these are several for woic) the Navy as buyer is 
responsitle. “Mature design data including svare parts specifications must 
be furnished. Covernnent~ownéd facilities and tools, or rovernment sponsor- 
ship of accelerated amortization certificates must be provided. The plan 
ning for and allocation of cor*rolled materials is essential and governe 
ment=-furnishned equipment, to te incorporatec in the end pro‘uct, must be 
furnished when required. Last, tut not least, the various administrative 
procedures for determining requirements, processinc procuremen’ documents, 
and handling contractural paper work mist effectively be carried out. 

There are two partiqlarly simificant funetions in respect to 
determining realistic procuction sciedules. One is related to the pre- 


contract'n period, in which material requirements are translated into 


» Le 










mete kd Cat tee OTe we sont ’ 
| Mien © earns a oe atere | 
Saree ul aes Ue te aU Gre RS F. 
reas write (eee anseael 20 Gam ae 

oe gamit ahaa eiraliehy Sy Alera 
perwend at himarens a fi SEMAN | 
oma remus sas rman aioe. veges: SIRMEA 8.58 | 
em tt akamie eile 
vere 


ay & avivs 


page Te 
atiies ao of 
glee wecwd 2! 
oem ov eri! 
a ak 
qu i* ee , 
ny eed od Te recede pee Tee AD eR AS it 
oi hearers bo eaey pi lemonn Wi owen a seniniee 
owe be ot GIA eT ae —_ 
 euieab naked pecan eyed a Tavita cnet Caz mee 
ee a ceteed Ving Meee LOhnt -" J 
amit of Teo a nn ohn as nee 
ell hes Ecbd tems bs wemvew be TOYS 
oun oe ty 1c Se beweramel oo ho 
ony ee prepa? Pin ot phaot hem 
-* we a ae pire 47 ' 
a oat onan > 
pms oh ee enn ie OR? SESE a 


we + neues of eit dowt comms airehians 


ofr] aapatpreny ove ol mereet a eet anne oem 












—, 





e 


Li 







ll 










= 


Fi atl 








= sar, 
qrLigyrel mw Br: 








~ 21» 


procurement requests, and the other is related to the late delivery of 
government-furnisned equipment. First, let us briefly discuss the 
importance of the actions taven during the pre-contractince period. For 

a delivery schedule to be realistic, all of the actions incident to 
purchasing need to te determined and scheduled. An important first stei 

in doins this is the establishment of an orderly prorram and a time 
allowance for processing a materiel requirement through the pre-contracting 
adninistrative phase. ‘This is not now done on anything like a well- 
organised basis. The lead t’me necessary for the various acte during this 
phase are not generally know. To brings this phase under better control 
it would seem that the various lead tines c!.culd be statistically developed 
and incorporated into a system of visual programming. Progress could then 
be measured aga’nst the various prorgrans. 

Now let ws briefly exanine the impact of late delivery of govern= 
ment-fvurnished equipment. Many delays in the completion of erd procucts 
can be traced t« late deliver, of rpovernment-furnished equipment. Frequently 
such equipment ‘s 60 complex ac t- require long manufactur’ne cycles and 
in many cases even longer allowances far development, rrodcuction, engineering, 
and prototype test’ng. Often the prowuction cycle of a ship or sircraft is 
found tc be s orter than that of a rovernment-furnished co-monents since 
production of long lead time equiprent is frequently a con‘rolling factor 
in meeting “he end item schedule, early determinaticn and proce rement of 
government furnis‘ed equipment is essential. ureaus concerned with cases 


of this kind michts: 
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1. Determine at the earliest possitle time inforzation as to the 
mission and characteristics of the end iten for which the lone lead 
time components are required. 

2. Develop the list of government-furnisbed equipment, based on the 
characteristics and mission of the end items, sufficiently early 
to include a definite listing in the contract or procurement 
specification for the end product insofar as practicable. 

3- Determine tota’ lead time for each item of government furn’shed 
equipment includ’ne current menufact rinr lead time, tine for 
contract processing and plan development. Schedule the award 
of each contract for sich government furnished equipment, 
particularly long lead time components, sufficiently early to 
permit delivery in accordance wit’ the end-item production 
schedule. 

h. Carefully schedule all procurement actions to give full cone 
sideration to the critical lead times required for gsovernment- 
furnished equipment. 

Another basic factor enterin; into the determination of production 
schedules is the contractor's ability te hmdle the work. The purchaser 
must include an appraisal of this factor in evaluating any contract proposal 
and in setting up a realistic delivery schedule. The loading of producers 
with defense orders beyond their current capacity has often led to delays 
in delivery. This has been particularly true in the aircraft industry, 
wnere at the present time it is estimated the average backlog is between 
6 = 8 years. This difficulty seems to indicate deficiencies in the con- 
sideration riven to production capacity, including manpower availability 
and perhaps some lack of coordination amon service contracting officers. 

In this respect, it might be well to mention that the Office of Naval 
Material maintains a rather complete list of contractors and their canabil-e 


“ities. Since the successful accomplisiment of a prorram depends on 


selection of a competent contractor, the question of open capacity must 
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receive proper weight in the awarding of contracts. Sufficient time 
should be allowed by the bureaus to o} tain production canecity information 
and wnere necessery to permit field surveys to be espetully sain. such 
pany meperes must te analyzed and evaivated by the brreau concerned to 
insure that uniform and reasona@M criteria are used in considering the 

) 
capatilities of eryccntractor. 

fs in the case of long lead tine rovernment-furmnished equipment, 
long lead time contractor~-furnished components frequently become controlling 
elements in Navy prod: ction prorrans. A list of these components should 
be compiled in order to determine the cate iy which an end item contract 
should be awarded, in order that the contractor have tine to meet the 
desired production schecule. If this determination indicates that the 
des*red erd item delivery is infeasible an adjustment of the prorran 
should be made. When the desired date is a practical one, procuction 
desks in the bureaus should benefit by mainta’nine close follow up to see 
trat the contractor schedules his procurement acticns in consonance with 
the lead time requirements generated in tne study of the problen. 

Another catepory of material requiring long lead t'me planning 
is the repair parts, tools, etc., furnished in accordance wit! ship allow~ 
ance lists or other eni product repair vcaris tistines. it is highly 
important trat these lists te prepared early in the planning cycle of the 
end product and that care and dilicence be exercised’ in their preparation. 
Both from a military readiness and economy point of view, it is believed 


procedures should be established to assure concurrent procirement and 
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rd spare parts and stoc’ repatr parts with parent 
4 
equipment hagever possible. Firure is a "Graphic Preduction Plan" 


pad E 


of a typical aircraft model. It shows the interration of most of the 











considerations previously disevssed. Ficure 5 is a similar plen for a 
typical electronic equipment. Ficure 6 is a list of administrative 
elerents essential to production and to delivery on schedule for most 
equipments. 

To summarize, the protiems of realistic delivery schedules 
center around the availability of plans, materials, manpower and — 
facilities, woen needed. It is believed fair to say t'at unless these 
essentials of production are carefully studied and accurately evaluated 
the production planning rests upon an unsound foundation and the schedules 


for delivery of end items cannot be considered realistic. 
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Fig. 4 GRAPHIC PRODUCTION PLAN 
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6. SUPPORTING SCHEDULES AND CHECKSOFF LISTS 





RLELENTS MAJOR GROUPS 


Development Design 
Contract Plans 
Contract Specifications 


Vendors’ Plans A, 
Design and Production Data to be — 
Furnished by Government 
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Working Plans (Shop Drawings), 

with emphasis on Central 
Design Agent 
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Bills of Material 
Chan ges 


Rearrangement of Shop Layout 


Tools, Jigs, Etc. 





Ways and Other Facility Schedules 
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CHAPTER IV 
Some ASPECtKS OF SINGLE ~SERVICE PRotune m ENF 


In view of considerations arising from "single service" pro- 
curement, the writer decided to briefly discuss in this paper some of 
the asnects thereof. "Single service” procurement stems from the Armed 
Forces Procurement Act of 1948 (Public Law 13, 0th Congress), and is 
interpreted to mean the acq:isition of desimmated supplies and services 
by one military department to satisfy its own requirements and those of 
one or ~ore other cepartments. The scone of this Act, as applied to 
sincle service procurement is not entirely clear, but is rererally cone 
Sidered to apply to broad classes of ite ms in common use, with the heaviest 
user of that class of items being designated the procuring agency for itself 
and all others. Some agniipés of this tyne of procurerent are: (1) solid 
fuels; (2) lumber; (2) construction, mining, and excavating equipmentg 
(4) certain ordnance material; (5) photorravhic equipments; (6) combat sips 
and landinz vessels; (7) railroad equipments; (8) hand tools; (9) mess and 
galley equinment; (319 subsistence; (11) paints; (12) automotive equipments 
and many others. 

It is understood that Congress was, for the most part, motivated 
to pass this Act on the bas‘s that certain benefits would accrue to the 
rovernment: These benefits have teen stated to best 

1. Improved relations with industrye 
2o Elimination of inter-service competition. 
Sina, 
‘single Departnent Procurement of Paint, prepared by Mobilization 


Analysis Center, Craduate School of Fusiness Administration, Harvard 
University, Boston, Mass., August 1951. 
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- 3. Promotion of economy tircurh lower purchase prices and lower 
administrative costs. 


l. Hetter perforvance of the purchase function. 

It is perhaps significant that the principal support for this 
Act, both by Coneress and the puLlic in general, seems to sten from their 
belief that it Cat stent economical procurement in the military. 

Fron the military point of view, the matter of military effective~ 
ness must be considered along with such other beref’ts as may accrue ag 
a result of single service procurement. ‘e might define military effec- 
tiveness as vsed herein to mean the degree of availability of an given 
item when needed and wiere needed. It is obvious that for many itens, 
a low degree of militar’ effectiveness would not be acceptable to the 
military service concerned. | 

In the lirht of what has already been said about “single service" 

invelygol in 

procurement let us examine some of the broad consideraticns(evaluating its 
effectiveness. 

Since economy-throuch volume of purchases is one of the primary 
considerations behind txis type of procurement, it should be interesting 
to look at some of its asrects. Most procurement people in the military 
as well as in bus‘ness, know that there is an optimum quantity from the 
standpoint of cost. Of course one can not always buy in optimum quantities 
for it micht result in increased reehandling and inventory maintenance costs, 
possibly more than offsetting the savings from purchase in optimum quentitics. 


Then, too, there are those who confuse the economy of purchese in quantity 


with the purehase of optimum quantity. Steted simply, theye are those wo 
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pelieve that the more of a thing one orders, the cheaper will be the unit 


cost. This is just not so, for we getiack to the old economic law of "supply 





and demance" The minute the derand ter ins to push normal supply you can 
expect not a decrease tut an increase in unit cost, regardless of purciase 
volume. This point is very well illustrated in the case of single service 
procurement of paint. It was found that the optimum quantity to order from 
the standpoint of cost ranged from 10005000 gules, and that quantities 
in excess of 5000 gallons actually ret progressively more costly e* 

Another measure of effectiveness stems from possible savings 
which may accrve to the rovernnent throug decreased administrative exnenses 
incident to single service procurement. Before this can te resolved many 


questions must be resolved. Some of the more important ones are: 


1. To wat extent shall we standardize specifications? To what extent 
will this retard development? 


2. Shell s'nele service procurement be limited to the purehasine function 
or shall it embrace all of the procerement functicns, such ass 
cevelopment of requirements, inventory control, shipping instructions, 
distribution, and substitute items? 


3@ If limited to the purchas'n function, will economy through adminis~ 
tration actuaily accrue cr will the proble: of waet=sf petting the 
item into the respective supply sysiers more than offset such savings? 


h. If not limited to the purchasinz function hut extended to include 
all phases of procurement, what will be the impact on military 
pnasing in each service? Military effect 'veness? 


5» What savings and increased purchase effectiveness may accrue from 
single service inspection? : 


6, The cost of renerating purchase status data to atl the services? 


7s Will military readiness and effectiveness ie adver affected? If 
so, to an extent offsetting possible economies? 
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9g It is quite clear that the idea of single service procurement must 










be evaluated in the light of what has been said. At any rate, very care= 
ful consideration should be piven to all the implications before any item 





is designated for single service procurenent. 
It is the opinion of the writer that this type of procurement 
should be quite limited in its application. This opinion stems from 


both the overall economy and the military effectiveness point of view. 





The writer firther believes that in reneral more economy and military 





effectiveness is attainable through the individual services on the basis 
of improved procuremert planning, prevention of overbuying, and close 


coordination of requirements, inventory control, and procurement personnel. 
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